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Recent Highlights 


The Index of Business Activity in New Mexico for 
July stood 82.4 per cent above the 1947-49 base 
of 100. This was 2.3 per cent above the June In- 
dex, and 2.1 per cent above the July 1953 Index. 
The single biggest gain for the month was in 
manufacturers’ sales, up 36.2 per cent from June. 
Retail sales gained 3.5 per cent, led by subsist- 
ence sales with a gain of 16.3 per cent for the 
month (and 12.1 per cent for the year). The 
general rise in subsistence sales in a period of 
otherwise fairly stagnant retail sales has been 
noted nationwide: people are eating better, and 
are willing to pay the higher costs of the more 
convenient processed foods. Sales of automo- 
tive dealers, on the other hand, were down 8.3 
per cent for the month (9.1 per cent for the 
year), and sales of furniture and appliances were 
down 6 per cent from June. Wage employment 
was up I|.1 per cent for the month, due mostly to 
moderate gains in mining and in contract con- 
struction. Mine production figures with the ex- 
ception of petroleum were down for the month, 
so the new employment in mining was probably 
in exploration rather than in production. 
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Public Service Company 


of New Mexico 


Robert K. Evans* 


pecially the common stock, of the Public 

Service Company of New Mexico, is rapidly 
increasing. The following brief non-technical 
discussion of the company and its securities is 
intended to answer some of the commonest ques- 
tions of investors and potential investors in the 
company. 


INTEREST in the securities, es- 


Territory, Growth, and Load Factors 


The company serves with electric power one of 
the most rapidly growing areas in the United 
States, including Albuquerque (with its great 
atomic installation at Sandia Base), Santa Fe, 
and Las Vegas -- all located in north-central 
New Mexico -- and an area in southwestern New 
Mexico around Deming. Water service is also 
supplied to Santa Fe and Las Vegas, contributing 
in recent years about 7 per cent of operating 
revenues of the company. 

The Albuquerque metropolitan area has more 
than trebled inpopulation in the past dozen years, 
while the other areas the company serves have 
shown substantial if less spectacular growth. 
Demand for electrical energy has increased tre- 
mendously, presenting the company with serious 
problems in increasing and modernizing its 
generation and distribution facilities, as well as 
adequately financing them. During the past five 
years alone the company's customers have in- 
creased more than 40 per cent, while the gain 
for the industry on a national basis has been con- 
siderably less than 20 per cent. Probably future 
growth will be more moderate, but conservative 
estimates suggest a continued rate of gain in new 
customers substantially above the national aver- 
age. 

In 1953 the company reported that residential 
customers accounted for approximately 40 per 


*Mr, Evans has had wide trainin and experience in 
the investment business. Since 1947 he has tauzht 
finance courses in the College of Business Admin- 
istration at the University of New Mexico. In ad- 
dition, he is investment consultant to a limited 
clientele in New Mexico. Repeated requests for 
information on the Public Service Company of New 
Mexico led him to write this article. 


An Investment Survey 


cent of its electrical revenues. About 50 per 
cent came from commercial consumers, while 
the remaining 10 per cent arose from miscel- 
laneous sources including industrial load. Such 
a load distribution assures a high degree of re- 
sistance to possible business recession, since 
residential and commercial customers tend to 
reduce their takings of electricity relatively little 
during hard times. 


Expansion and Modernization . 


T able 1 shows that population and total custom- 
er growth are far above national rates. The 
company's ability to translate this growth into 
operating revenue and net income has been less 
impressive. However, during most of the five 
year period covered by the table, Public Service 
was trying to meet a sky-rocketing demand with 
inadequate, often ancient, and high-cost facili- 
ties. To meet this situation the company began 
in 1951 an extensive modernization and expansion 
program which has added more than 70, 000 kilo- 
watts of new low-cost generation at the Person 
Station in Albuquerque. Many miles of new high 
voltage transmission lines have been built, al- 
lowing retirement of some old high-cost gener- 
ating facilities. Numerous other improvements 
have also been made. 

Naturally, the new construction costs and fi- 
nancing required to take care of the four-year 
rehabilitation program have been extensive. The 
approximate new construction costs incurred 
annually are as follows: 


1851 $ 4,500, 000 
1952 8,037, 000 
1953 4, 704, 000 
1954 7, 145, 000 

Tctal $24, 386, 000 


The company estimates that this spending has 
largely taken care of its needs in the discernible 
future, and only $2,400,000 has been budgeted 
for routine construction and improvements in 
1955. The last four years' capital expenditures 
have been financed through the sale of several 


bond issues (all placed privately), 30,000 shares 
of a 5 per cent, $100 par value preferred stock 
with warrants attached, and additional common 
stock. 

Considering all the financing completed or to 
be completed by the end of 1954, Public Service 
Company should then have the following approxi- 
mate capital structure: 


per cent of total 


Mortgage Bonds 45.5 

Debentures and Other 
Long Term Debt 18.5 
Preferred Stock 1.5 
Common Stock and Surplus 28.5 
Total 100.0 


Outstanding warrants expiring in 1957 will en- 
able their holders to purchase common stock at 
an average price of about $12 per share. As- 
suming the full exercise of these warrants, an 
additional $1, 700,000 would be raised, and the 
rather thin equity cushion would be increased by 
about three percentage points. Sinking fund re- 
quirements on the two debenture issues should 
also gradually further improve the bond-stock 
ratio. 


Current Income Situation 


As suggested above, the heavy expenditures for 
extending and modernizing facilities are largely 
completed and satisfactorily financed. It is al- 
ready evident that this modernization will result 
in substantial decreases in generating and dis- 


Table 1 


Growth Aspects of 
Public Service Company of New Mexico 


1949 1953 
Estimated population 
of service area 175, 000 250, 000 
Per cent change +43 
Total customers 49,434 69, 821 
Per cent change +41 
Total operating revenue 
$6,527,200 $8, 348,521 
Per cent change +28 
Net income $971,938 $1,153, 223 
Per cent change +19 


Source: Public Service Company of New Mexico, 
Annual and Quarterly Reports 


tribution costs; the company's officers have esti- 
mated that such savings should exceed $190, 000 
annually before taxes. 

In addition, an increase in rate structure was 
granted by the Public Service Commission of 
New Mexico and put into effect in the spring of 
1954. It has been estimated that this rate in- 
crease will bring in additional revenue in excess 
of $400,000 before taxes in the twelve months 
ending March 31, 1955. 

Net income for 1953 was $1,153, 223, approxi- 
mately 75¢ per share. The first fruits of lower 
costs and higher rates showclearly in the figures 
for the second quarter of this year when net in- 
come amounted to $433,140, an increase of 
$128,000, or 42 per cent, above income for the 
first quarter of 1954. 

This increase almost exactly parallels the 
growth in total customers from 1949 to 1953, and 
is more than twice the rather unsatisfactory 19 
per cent growth in net income during that five 
year period. Based upon the June quarter re- 
sults, net earnings should henceforth more 
closely parallel the growth in output. 

Earnings for the current year are estimated at 
from 90¢ to 95¢ per common share. Such an 
estimate appears reasonable in light of the re- 
ported earnings of 26¢ per share in the June 
quarter, the first to fully reflect rate increases 
and lower costs. 

The common stock dividend was _ recently 
raised from 56¢ to 68¢ annually, giving a yield of 
slightly under 5 per cent at the current asked 
price of 14 to 1411/2. 


Future Prospects 


The favorable aspects of a load distribution pre- 
ponderantly among residential and commercial 
consumers have been pointed out. An off-set to 
this favorable situation is the possibility, how- 
ever remote, of a sudden substantial withdrawal 
of the Sandia Base installation and its heavy de- 
mand for electric power. (The company classi- 
fied this account under commercial headings, 
although some of the power is redistributed for 
residential and industrial use. 

On the other hand, the population growth of the 
area served by the company has been, and proba- 
bly will continue to be due mostly to persons 
employed in other than private industrial es- 
tablishments. Therefore, the high residential 
and commercial load possesses distinct growth 
as well as recession-resistant aspects. 

Public Service's average residential consump- 
tion in 1953 was less than 1, 750 kilowatt hours, 
substantially below the national average, sug- 
gesting that room exists for worthwhile increases 
in takings per customer through aggressive ap- 


pliance merchandising. 
(continued on page 8) 


RETAIL SALES IN NEW MEXICO COUNTIES 
JULY 1953 
(add 000's) 
Furniture & Building 

County Apparel Automotive Subsistence Appliances Material Other Total 

Bernalillo $ 891 $ 3,315 $ 5, 165 $1, 811 $2,371 5,-610 $21,163 
Catron 0 28 38 3 " § 61 135 
Chaves 136 1,565 1, 249 456 442 1,323 5; 131 
Colfax 53 502 542 25 $1 418 1,631 
Curry 81 683 601 181 150 684 2, 380 
De Baca 0 98 92 5 21 92 308 
Dona Ana 50 859 575 134 200 558 2, 316 
Eddy 161 1,350 1, 336 492 425 lL, Wad 5, 501 
Grant 34 436 730 81 110 402 1, 793 
Guadalupe 9 193 165 22 17 139 545 
Harding 0) 23 3 0 8 64 98 
Hidalgo .- 11 164 153 7 31 108 474 
Lea 149 Ll, is 1, 223 136 698 3,174 7,153 
Lincoln 4 133 298 (a) 94 238 767 
Los Alamos 38 78 222 10 0 104 452 
Luna 20 284 224 124 71 302 1,025 
McKinley 30 1 137 665 80 136 663 2, 712 
Mora 1 31 26 2 + 83 . 147 
Otero 73 430 436 40 65 324 1, 368 
Quay 39 476 357 at 86 201 1,190 
Rio Arriba 18 473 v7 10 34 252 964 
Roosevelt 43 sao 252 83 142 454 1,329 
Sandoval 5 i 152 11 (a) 209 454 
San Juan 59 986 507 71 283 744 2,650 
San Miguel 20 304 421 23 90 297 1, 155 
Santa Fe 202 1,073 1,084 108 190 1,032 3,689 
Sierra f 138 143 16 39 110 447 
Socorro 5 144 182 38 22 123 514 
Taos 13 153 358 41 22 236 823 
Torrance (a) 138 104 4 34 142 422 
Union 14 96 168 3 28 101 410 
Valencia 21 oe! 316 33 127 455 1,503 
Unallocated 105 102 235 9 61 2,619 3, 132 
Total $2, 286 $20, 168 $18,199 $4, 090 $6,097 $23,059 $73, 899 


(a) Less than $1,000. 
Source: School Tax Division, N. M. Bureau of Revenue. 
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RETAIL SALES IN NEW MEXICO COUNTIES 


JULY 1954 


(add 000's) 
Furniture & Building 

County Apparel Automotive Subsistence Appliances Material Other 

Bernalillo $ 962 $ 5,144 S$ 5,293 $1, 79 $2, 368 S 5, 741 
Catron 0 24 51 rf 4 3a 
Chaves 157 1, 146 1,618 159 473 1, S53 
Colfax 43 act 553 a7 108 435 
Curry 70 746 705 =: 75 227 748 
De Baca 0 78 73 3 He 99 
Dona Ana 154 927 859 129 rc | 787 
Eddy 130 1, #93 1, 466 1Ti 342 1, 460 
Grant 25 388 464 66 73 623 
Guadalupe 4 160 182 12 23 143 
Harding 0 19 2 0 5 69 
Hidalgo 8 165 141 8 35 120 
Lea 354 1,525 i 2% 185 531 2,926 
Lincoln 10 132 340 2 99 219 
Los Alamos 35 85 231 20 2 85 
Luna 15 411 342 120 39 196 
McKinley 41 954 689 71 152 590 
Mora 2 48 30 (a) (a) 72 
Otero 54 484 523 38 218 337 
Quay 43 453 415 37 74 198 
Rio Arriba 12 308 274 20 34 297 
Roosevelt 42 334 350 68 91 216 
Sandoval 5 60 161 0 (a) 189 
San Juan 30 869 606 71 201 1,339 
San Miguel 26 339 — 400 25 66 378 
Santa Fe 1%3 771 1,416 139 487 1,086 
Sierra 3 126 153 10 34 104 
Socorro j 172 202 9 22 145 
Taos 29 151 386 39 18 280 
Torrance (a) 124 138 5 40 152 
Union 13 102 141 ‘2 33 160 
Valencia 9 401 311 35 75 261 
Unallocated 167 162 613 29 Sui 1,934 
Total $2,623 $18, 330 $20, 403 $3,421 $6, 443 $22,973 


(a) Less than $1,000. 
Source: School Tax Division, N. M. Bureau of Revenue. 


Total 
$21, 307 
119 
5, 104 
1,523 
280 
3,087 
4,764 
1,639 
524 
95 
477 
6, 796 
802 
458 
1,123 

2,497 
152 
1,654 
1, 220 
945 
1,101 
415 
3, 116 
1, 234 
4,072 
430 
557 
903 
459 
461 
1,092 
3,216 
$74, 193 
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Jucome in New Mexico 


very year since 1940 the total of income pay- 
Fiver: to residents of New Mexico has in- 

creased over the previous year. In every 
year excepting 1946 the per capita level of 
income payments has increased, too. In 1940 
New Mexicans received income amounting to 
$190, 000, 000. This figured out to $358 per 
capita, only 62.3 per cent of the national per 
capita figure at that time. 

In 1953 total income payments in the State 
rose over $1 billion for the first time; to 
$1,021,000,000, to be exact to the nearest 
million dollars. Per capita income last year 
for New Mexicans was $1,347, or 78.8 per 
cent of 1953's national per capita income. 

In spite of these gains, our income per capita 
as a percentage of the national per capita drop- 
ped both in 1952 and again in 1953. The reasons 
are painfully clear -- New Mexico farmers and 
ranchers have taken a worse licking than those 
in any states save Kansas and Nebraska. Their 
income was down 30 per cent from 1952 to 1953, 
while nationally farm income was down only 12 
per cent. And agricultural income last year 
made up 8.4 per cent of total income in New 
Mexico, compared with only 5.3 per cent na- 
tion-wide. 

Farm income directly reflects cash receipts 
from farm marketings, which in New Mexico de- 
clined 12 per cent in 1953 from 1952. - At the 
same time farmers' expenses (nationwide) de- 
clined only 2.8 per cent. In New Mexico the gap 
between cash receipts and expenses was great 
enough to account for the 30 per cent decline in 
agricultural income. 


New MEXICO farmers! cash receipts from 
marketings in 1953 were $188, 476,000, accord- 
ing to the Agricultural Marketing Service (for- 
merly U. S. Bureau of Agricultural Economics). 


This was down nearly 12 per cent from 1952 and 
was about 22 per cent under the high figure of 
$240, 901,000 reached in 1951. The decline 
brought farmers' cash receipts back to the aver- 
age level of 1947-49. 

The drop in cash farm income was more than 
accounted for by the reduced receipts from sales 
of cattle and calves, down 51 per cent from the 
all-time high reached in 1951. In that year the 
sale of cattle and calves provided more than 55 
per cent of New Mexico's cash farm income, 
compared with 34 per cent in 1953. 


Faning cattle prices -- a decline of 58 per cent 
from April 1951 to September 1953 -- were re- 
sponsible for this serious reduction of income 
from cattle. 

Income in 1953 from the marketing of crops in- 
creased 8 per cent over 1952 to reach its highest 
point on record, despite declining prices. A 26 
per cent gain in the take from cotton was largely 
responsible. 

Marketings of New Mexico cotton have shown a 
remarkable gain in the past few years. Income 
from this crop has increased 90 per cent from 
the average of 1947-49. In 1953 cotton and 
cottonseed together provided 41 per cent of the 
income from New Mexico's farm marketings. 
Most of this gain has come about in the last two 
years and has been accomplished by greater pro- 
duction, and despite the generally lower level of 
cotton prices during the 1953 marketing season. 

While income from cotton has been gaining sub- 
stantially, that from other crops has been falling. 
With the exception of hay and carrots, 1953 in- 
come from all major field crops in New Mexico 
was substantially off from the levels of 1947-49. 
Wheat, which in 1947 provided $16,522,000 -- 
22 per cent of all income from crops -- brought 
in only $878,000 in 1953. 

This expansion of cotton farming appears to 
have been accomplished, at least partially, by 
reduction of other crops. What is more im- 
portant, cotton appears to have provided more 
income for New Mexico farmers than the crops 
which it has displaced. Increased crop income, 
for which cotton has been responsible, has 
cushioned the effects of the serious decline of in- 
come from livestock. 

Moreover, the increase in income from crops 
appears to have changed somewhat the relation- 
ship between farming and ranching as producers 
of income in New Mexico. Income from crops 
has traditionally provided about 40 per cent of 


total income from marketings. In 1953 it pro-- 


vided 50 per cent. Partially, this change was 
due to the more serious decline in livestock 
prices than in crop prices. It may also mark 
the beginning of a more important role for crop 
farming. R.L.E. 
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BUSINESS ACTIVITY IN NEW MEXICO 


July Per Cent Change July Per Cent Change 
Index July 1954 From Index July 1954 From 
(1947-49 mo. June July (1947-49 mo. June July 
av. = 100) 1954 1953 av. = 100) 1954 1953 
Index of Business Activity. . . 182.4 + 2.3 2: Wage Employment ...... 136.3 + 4.2 
Sales of Retail Stores ..... 150.8 + 3.5 + 0.4 Manufacturing ..... 3 ie 169.4 + 1.8 + 0.6 
Apperel Stores 132.4 + 4.8 + 14.7 126.7 + $3.5 - 
Automotive Dealers ..... 134.4 - 8.3 - 6.4 Transportation & Utilities . 126.6 + 0.5 - ¥.3 
Subsistence Stores ..... 177.0 + 16.3 + 12.4 142.1 * 1.2 + 4.2 
Furn. & Appliances ..... 134.5 - 6.0 - 216.4 201.0 0.0 + 13.5 
Bldg. Materials Dealers . . 132.2 + 0.9 + 5.7 Services & Miscellaneous . 111.4 + 0.4 - 0.8 
Other Retail Stores ..... 157.0 + 6.4 = §.< Government ..:..... 149.0 0.0 + 6.0 
Amusement Sales ....... 168.3 + 23.9 + 27.1 Contract Construction... 116.5 + 2.8 + 6.6 
Service Gales... . 185.5 - 2.2 + 5.8 Building Permits - Total . . 184.0"  - 18.8" - 14,8" 
Contractors' Sales....... 244.5 21.9 - 24.9 Residential... ....... 192.8" + 13° 
Wholesale Sales ........ 120.6 = - 4.1 Non-Residential ...... - 65.9" 
Public Utility Sales ...... 164.7 + 4.3 * Petroleum Production .... 169.1 * 
Manufacturers' Sales ..... 309.4 + 36.2 + 22.6 Electric Power Production . 208. 4 + 12.0 + 4.1 
Life Insurance Sales. .... 229.1 - 43.5 + 2,8 Metallics Production - Total. 61.7 - 3.3 - 25.4 
173. 7 Mine Production - Copper . . 101.8 3.2 - 13.4 
Bank Loans & Discounts... . 132.8 - 8.8" Mine Production - Lead .. . 9.6 0.0 3-1 
Demand Deposits........ + 5.1 Mine Production - Potash . . 187.7 - 6.0 + 
Tithe 187.2 + 0.9 + 21.5 Adi Parm Prices .......: 87.2 - 3.9 - §.3 
Postal Receipts 182.2 - 6,1 + 0.3 Livestock Prices ..... 87.6 - 3.6 + £32 
August Per Cent Change 
Index August 1954 From 
(1947-49 mo. July August 
av. = 100) 1954 1953 
173.4 + 2.0 
Bank Loans & Discounts . . . 135.6 
Demand Deposits. ...... 149.0 * 1.0 + 7.8 
Time Deposits ........ 189.3 * 23 + 11.6 
Building Permits - Total .. 224.0 + 17.8 = 2.2 
Mesicdential ... 238.9 + 20.6 62.7 
Non-Residential ...... 214.7 + $7.6 - §3.3 
Postel Beceifts ....... 171.6 - §.8 + 6.1 
All Perm Prices 86.6 - 3.3 
Livestock Prices ..... 86.9 8.8 4.2 
Crop Prices Sconce oe 92.1 - 0.9 - 15.0 
BUSINESS ACTIVITY BY DISTRICTS 
District 1 2 3 4 5 6 7 8 9 
August 1954 Compared With July 1954 
Bank Debits = 7.98 * 43.6 - 4.8 + 1.9 -~ 14.5 - 6.3 - 9.8 - 3.7 - §.9 
Loans & Discounts =- 3.2 + 51.0 * "3.4 > i¢ - 13.0 - 15.7 17.6 + 4.9 - 0.6 
Demand Deposits + 3.8 - 0.8 + 0.4 > + 3.2 + + ~. 
Time Deposits 0.0 * 1.4 +. - 6.8 - 06.5 6.2% + 3.1 
Postal Receipts - 13.9 - 21.0 = BT - $4 - 22.7 ~ 22 + 3.4 + 2.7 + 2.5 
August 1954 Compared With August 1953 
Bank Debits + 0.8 + 28.1 + 0.1 - 1.4 - 22.9 + 2.0 - 17.9 + 23.7 + 2.1 
Loans and Discounts + 6.0 + 56.2 - 3.2 + 2.8 + 12.3 =- £7.23 - 17,2 * 1.8 + 22.6 
Demand Deposits + 2.4 + 27.2 + 0.3 + 10.3 - 0.4 - 3.0 - 0.6 + §.9 e £5 
Time Deposits + 3.2 + 13.4 + 65.6 + 13.0 + 23.2 + 5.3 - 4.6 + 25.9 * i211 
Postal Receipts - 3.6 - 6.1 - 6.0 + 14.0 + 0.4 + 0.5 - 3.0 + 30.2 + 8.1 
revised 
Source of data: 
Retail Sales data: N. M. Bureau of Revenue Electric Power Production: Federal Power Commission 
Potash Production: N. M. Bureau of Revenue Metallics Production: U. S. Bureau of Mines 
Petroleum Production: N. M. Bureau of Revenue Farm Prices: U. S. Bureau of Agricultural Economics 
Life Insurance Sales (New Ordinary): Life Insurance Agency Bank data (all series), Postal Receipts, Building Permits: 
Management Association Bureau of Business Research 


Wage Employment (all categories): N. M. Employment 
Security Commission 
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Public Service... 


{continued from page 3) 
Summary 


The company has practically completed an ex- 
tensive program of new low cost generation 
facilities which, 
considerably brighten the outlook for earnings. 
However, the capital structureis still rather top- 
heavy with funded debt, which probably will be 
reduced somewhat before any further dividend 
increases are considered. The yield of about 5 
per cent is not outstanding for a stock of this 
quality. 

Nevertheless, if growth trends in population 
and use of electricity may be even partly pro- 
jected into the future, investment in Public 
Service Company of New Mexico common stock 
may well prove not only a sound defensive holi- 
ing at a time when stock prices generally look 
fairly high on an historical basis, but also bring 
gradually higher dividends and modest price ap- 
preciation. The stock is not listed, but com- 
mands a reasonably active over-the-counter 
market through security dealers in Albuquerque 
and Santa Fe, as well as in Texas, New York, 
and elsewhere. 


together with rate increases, , 


NEW MEXICO BUSINESS 
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Table 2 


Earnings, Dividends, and Prices 
per Common Share, 
Public Service Company of New Mexico 
(Adjusted for 2 for 1 stock split in 1952) 


Price per share 
over-the-counter bid 
low high 


Dividends 
per 
share 


Earned 
per 
Year share 


1949 75¢ 50¢ 71/8 91/8 


1950 80¢ 50¢ 7 3/4 91/2 


1951 84¢ 50¢ 71/2 10 1/2 


1952 79¢ 56¢ 71/8 10 


1953 75¢ 56¢ 91/4 10 7/8 


1954 95¢(est.) 68¢ (est.)* 10 1/4 13 5/8 


*17¢ paid in lst and 2nd quarters 


Source: Public Service Company of New Mexico, 
Annual and Quarterly Reports 


